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MEMORANDUM FOR: Harry Fitzwater
"Deputy Director for Admlnlstratlonv

ames McDonald
A551stant Deputy Director for Administration

STAT

FROM:

Legislation Division, OLL

SUBJECT: ) H.R. 3790 and H.R. 3800 -- Legislation to
- limit/eliminate COLA adjustments under
‘ CIARDS and Civil Service retirement.

1. Attached for your review and comment are two recently
1ntroduced bills, H.R. 3790 and H.R. 3800, to amend cost-of-living
adjustments ("COLA")} provided under certain federal entitlement | .
programs,.including CIARDS and Civil Service retirement. Both bills
would also amend the COLA prov151on of the Internal Revenue Code
( IRC"). -

2. Representative James R. Jones (D., OK), the Chairman of the
House Budget Committee, introduced these bills on 4 August 1983.
They were referred jointly to the Committees on Ways and Means and
Government Operations (Subcommittee on Legislation and National
Security) where both bills are pending with no action scheduled. By
letter to the DCI dated 14 September 1983, the Chairman of the House
Government Operations Commlttee, Jack Brooks (D., TX), requested the
views of the CIA concerning these bills. -

3. H.R. 3790 would limit COLA benefits under CIARDS and Civil
Service by requiring that the index used to calculate these benefits
be reduced by 2 percent. H.R. 3790 would also make similar changes
to provisions in the IRC that provide COLA for the individual income
tax rates and the personal exemption, requiring that COLA.
calculations reflect a 2 percent floor and be based on a comparison
‘0f the average Consumer Price Index ("CPI") for the two preceeding
years rather than the average CPI for the last preceeding year and
1983, as is the caese in present law.

4. H.R. 3800 would abolish COLA benefits under CIARDS and Civil
Service as well as other specified federal entitlement programs.
Similarly, H.R. 3860 would repeal the recently enacted provision in
the IRC that provided COLA for the individual income tax rates and
the personal eyematlon.

5. I would appreciate your views on these bills so that our
office may prepare an appropriate letter in response to Chairman
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To amend the Internal Revenue Code of 1954 to provide that for calendar years

1985 through 1990 the cost-of-living adjustment for the individual income
tax rates and the personal exemption shall take into account only inflation in
excess of 2- percent per year and to provide a similar limitation on cost-of--
living adjustments in benefits under certain entitlement programs.

"IN THE HOUSE OF REPRESENTATIVES
a AuGusT 4, 1983

'Mr JO\ms of Oklshomsa (for himself, Mr. CaMPBELL, Mr. M,mm of North

Carolina, Mr. LivinesToN, Mr. ANTHONY, Mr. BRowN of Colorado; Mr.
McCumoy; Mr. BARTLETT, Mr, ROEMER, and Mr. SLATTERY) introduced °
the following bill; which was referred jointly to the Committees on Ways and
Means and Government Operations :

"A BILL

To amend the Internal Revenue Code of 1954 to provide that

1
2

for calendar years 1985 through 1990 the cost-of-living
adjustment for the individual income tax rates and the
personal exemption shall take into account only inflation in

excess of 2 percent per year and to provide a. similar

limitation on cost-of-living adjustments in benefits under

certain entitlement programs.-

Be it-enacted by the Senate and House of Representa-

trves of the United States of America in Congress assembled,-
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1 SECTION 1. LIMITATION ON COST-OF-LIVING ADJUSTMENTS
2 ‘ IN INCO.ME'TAX RATES AND PERSONAL EXEM#P-
3 TIONS. o |
4 (a) In GENERAL.—Subsection (f) of section 1 of the In-
; 5 ternal Revenue Code of 1954 (relating to adjustments in tax
‘ _ ) 6 tables so that inflation will not result in tax incréases) 18 .
B h 7 amended to read as follows: |
| { 8 “(f ApsusTMENT IN Tax TaBLES 50 THAT INFLA- B
. : =9 rioN WL Nor REsULT IN TAX INCREASER.— -
' 10 “(1) In GENERAL.—Not later than December 15
‘ 11 of 1984 and each subsequent calendar yeé.r, the Secre-
12 tary shall prescribe tables which shail apply, in l'ieu of .
13 the tables applicable under subsections {a), (b), (c), (d),
14 - and (e) which apply with fespect to taxable years be-
15 ginning in such calendar year, with respect to taxable
16 years beginning in the succeeding calendar year:
i7 | “(2) METHOD OF PRESCRIBING TABLES.——The_
18 table which under paragraph (1) is to apply with re-
1‘9, | spect to taxable years beginning in any éalend_a.f year
20 in lieﬁ of the table applicable imr_lér subsection (a), (b),
91 (e), (@), or (e), as the case may be, which gpplies with
22 respect té taxable vears beginning in the preceding cal-
23 | endar year shall be prescribed—
24 “(A) by increasing—
.Hf; 3790 IH
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; '3
: 1 “@) the maximum dollar amount on
; 2 which no tax is imposed under such preced-
3 ing year table, and | - ;.
4 “(u) the minimum and meximum dollar
| 5 amounts for each rate brecket for which a
| 6 tax is irnposed under such preceding year ]
7 table,
’ 8 .. by the bOSt-Of;ﬁ\’il;lg ‘edjustment for the calendar . =
9 yeer, . B
10 “(B) by/ not changing the rate applicable to
| 1‘1 any rate bracket as édjusted under'subpa.ragraph -
12 (A)), and o
' 13 “(C) by adjusting the amounts set forth as
14 tax to the extent necessary to reflect the adjust-
- 15 ‘ments in the rate brackets.
_ ! 16 I zmj increas_é determined under subparagraph (A) 18
é 17 not a.vmultiple of $10, such increase shall be rounded
f 18 ~ to the nearest multiple of $10 (or if such increase is a
; 18 multiple of $5, s.uch increase shall be increased to the

20 next highest multiple of $10).' '

f 21 ~ “(8) COST-OF-LIVING ADJUSTMENT.—

22 ' | “(A) IN GENERAL.—For pu;posés of paxa.-,
{ o 23 “graph (2), the cost-of-living adjustment for any
1 24 calendar year is the percentage (if any) by

25 whigh——-

HR 3790 TH
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“(1) the CPI for the first preceding cal-

endar year, exceeds

‘(1) the CPI fpr the second .};recéding i

calendar year. '. v.

“(B) ONLY INFLATION IN EXCESS OF 2

PERCENT TAKEN INTO ACCOUNT FOR CALENDAR -

 YEABS 1985 THROUGH 1990.—The percentage °

| "determined under subparagraph (A) for each of

the celendar years 1985, 1986, 1987, 1988,

1989, and 1990 shall be reduced (but not below
zero) by 2 percentage pomts. '

~ “(4) CPI For ANY CALENDAR YEAR.—For pur-

poses of paragraph (3), the CPI for any calendar year

is the average of the Consumer Price Index as of the

close of the 12-month period ending on September 30

 of such calendar year. -

“(5) CoNsuMER PRICE INDEX.—For purposes of -
paragraph (4), the term ‘Consumer Price Index’ means
the last Consumer Prlce Index for a.ll—urban consumers

B ‘pubhshed by the Department of Labor.” |

(o) TecENICAL AMENDMENT.——Subsecﬁon (£) of section

2 151 of such Code {relating to zllowence of deductions for

personal exemption) is amended by striking out the first sen-
tence and inserting in lieu thereof the following: “For pur-

poses of this section, the term ‘exemption amount’ means—

HR 3790 IH
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“(1) with respect to eny taxable year beginning in
1984, $1,000, and .

“(2) with respect to eny taxable year beg,‘ . 2 in

& calendar year after 1984, an amount equal to the

1

2

3

4 .

5 product of—
6 - “(A) the exemption amount with respect to
7 taxable years beginning in the Preceding calendar
8 _ ye-a.r, ;,nd

9

f‘(B) the cost-of-living adjustment (as defined

- 10 4 i in section 1(f)(3)) for the calendar year for which
11 the determination is being made.” . ,
'12 (c) LFFECTIVE Darz. ~The amendments made by this

13 section shall apply to taxab]e years begmmng after December
14 31,1984, | '
15 sec 2. LIMITA"I'ION ON COST-OF-LIVH\*G ADJUSTMENTS IN |
6 CERTAIN ENTITLEMENT BENEFITS,
17 (2) GenpraL RULE.;For purposes of deterinining the
18 amount of any cost—of-l’vmg adjustment which takes effect
19 after September 30, 1984, and before October 1, 1990, Wlth
20 respect to any payment (or benefit) descrz’bed m subsection
21 (e), any increase in the relevant index shall be taken mto
22 accourt only to the extent such i mcrease is at an annual rate
23 1in excess of 2 percent. |

24 (t) CompuTaTION Base To Rerrecr 2 PeErCENT

25 LBHTATION.—Any increase in an index which is not taken

HR 3790 IH
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1 into account by reason of subsection (2) shall not be taken
2  into account at any time so as to allow such increase to cause
3 an increase for any period in any payment (or benefit) de-

4 scribed in subsection (e).

5 (c) SpeciaL RULES.—
‘ 6 (1) PROPGRTIONATE REDUCTION WHERE LESS
o 7 THAN FULL INDEX CHANGE ALLOWED WITHCUT
8 . REGARD Tb SECTION.—If (without regard to this sec; )
9 - tion) only a portion of the increase in an index dur_ing-
) ' 10 any period is taken into account, there shall be substi-
o1 tuted for “2 percent” in subsection (a) the p‘ercbenf:a;geA
12 ~ which bears the same ratio to 2 percent as such por-
13 - tion bears to the full increase in such index during such
14 - perod.
15 L (2) SUBSECTION (2) TO APPLY ONLY TO COMPU-
16 . TATION OF BENEFIT AMOUNTS.—Subsection (a) shall
17 apply only for pﬁrposes of determining the smount of
-18 " paymeﬁts (or benefits) zu;d not for purposes of deter-
19  mining— |
20 (A)'whether s threshold increase in the rele-
21 | vanf: index has been met, or
22 . (B) increases in amounts under other pfovi-
- 23 | vsions of law not described in subsection (e) which
24 ~ operate by reference to increases in such pay-
25 ments {or benefits). -
HR 3790 TH_

Approved For Release 2007/1>2/14 : CIA-RDP85B01152R001 001 360002-7



Approved For Release 2007/12/14 : CIA-RDP85B01152R001001360002-7

av
.
) ) .

© B A O N B W N e

10 -
1

12
13
14
15
16
17
18
19
20

8]
.

o
5V}

b .
W

| ]
[

7
(d) DeFiNviTIONS.—For purposes of this section—

‘ (1) Cosr-OF-LIVING ADJUSTMENT.—The term
“cost-of-living adjustment” means any adjusﬁnent'.in
the amount of payments (or benefits) described in sub-
section (e) which is determined by reference to changes
in an index. )

(2) InpEX.— _ _

» (A) InpEX.—The term “index” means the
Cbnsuﬁner Price Index and any other index of
price or v?ages. "

(B) ReLEvANT INDEX.—The ierm “relevant

- index” means the index on the basis of which the.

amount of the cost-of-living adjustment is deter-
miﬁed.

(e) PavymenTs AND BeneEFITS TOo WHicE SeCTION

Appries.—For purposes of this section, the payments and

benefits deseribed 1n this subsection are—

(1) old age, survivors, and disebility inﬁnranc;a

' benefits under section 215() of the Social Security Act

(but the limitation under subsection (2) shall not apply

“to supplemental - security income benefits under title

J

X VT of such Act);

(2) armed services retirement and retainer pay
under section 1401a of title 10, United States Code,

retired pay and retainer pay of members and former

HR 3790 IH
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1 members of the Coast Guard, and retired pay >of com-
2 missioned officers of the National Oceanic and Atmos-
3 pheric Administration or the Public Health'Servif':e; |
4 (3) civil service retirement benefits under section
5 8340 of title 5, United States Code, foreign‘service re- .
6 tirement benefits under section 826 of the Foreigni
B 7 Service Act of 1980, and Central Intelligence Agency
8 re_ti'rement..beneﬁts under part J of the Central Intelli- =
9 gence Agency Retirement Act of 1964 for certain em-
10 ."ploy_ees; | ' |
‘ 11 (4) Federal worker§’ cozﬁpensation under section
12 81468. of title 5, United States Code; and .
3 (5) benefits under section 3(a), 4(a), or. 4(f) of the
14 Railroad Retirement Act of 1974. - |

(O

HR 3790 IH
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To amend the Internal Revenue Code of 1954 to repeal the.cost-of- hvmg

adjustment for the individual income tax rates and the personal exemption
end to provide that no cost- -of-living adjustment shall take effect on or after
October 1, 1984, under certain entxtlement programs.

mTHE HOUSE OF REPRESENTATIVES
' Avugusr 4, 1983

Mr Jom of Oklahom (for himself, Mr. ANTHONY, and Mr. Mchzmr) intro- -

To

b

)

-1

duced the following bill; which was referred jointly to the Comxmttees on.
Ways and Means and Government Operations . : .

A BILL
amend the Internal Revenue Code of 1954 to repeal the

co;t—of—nv*ng adjustment for the individual i mcome tax rates
and the personal exempmon and to prowde that no cost-of-

living adjustment shall take effect on or after October 1,

1984 under certam entitlement programs

Be it enacted by the Senate and House of Representa-‘
tives of the United States of America in Congress assembled,
SECTION 1. REPEAL OF COST-OF-LIVING ADJUSTMENT IN IN-

DIVIDUAL INCOME TAX RATES AND PERSONAL
EXEMPTION. .
Section 104 of the Economic Recovery Tax Act of 1981

(relating to adjustment to prevent inflation-caused tax in-
4 J P : .
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1 crease) and the amendments made by such section, are
2 hereby repealed; and the Internal Revenue Code .of 1954
3 shall be applied as if such section (and amendments) had
4 never been enacted.

5 SEC. 2. TERMINATION OF COST-OF-LIVING ADJUSTMENTS IN .
6 - CERTAIN EN’;‘ITLEMENT PROGRAMS.
7 (a,) GEN’EﬁAL RuLe.—No (.:ost-of-li\_ring adjustment.;
8 shall take effect after September 30, 1984, with respect to

it g any pa.yment {or beneht) descn"bed in subsectmn (c).

C ‘-A10 (b) DEFINITIONS.—For purpqses of this section—

11 (1) COST-OF-LIVING ADJUS_TMENT;'——The term
1.2‘ - “cost-of-living adjustment” means any adjustment in
13 the amount of payments (or benefits) described m sub--
14 section (e) which is detemﬁne_& by reference to changes
15 . 1n an index. ‘

16 A (2) INI)EX —-—The term mdex ! means the Con-
i7 ) _sumer Price Index and any other mdex of price or
18 . wages.

19 | {© PA&MENTS' AND BENEFITS TO WHICH SECTION

20 Appries.—For purposes of this section, the payments and

91 benefits described in this subsection are—

~22 (1) old age, survivoré, and disability insurance
23 benefits @der sectiOI; 215(@) of the Social Security Act
24  (but subsection (a) shall not apply to supplemental se-
- 25 curty income benefits under title XVI of such Act);

R 200 1R

Approved For Release 2007/12/14 : CIA RDP85B01 152R001001360002 7




S - T B N O R

i el e
W N = O

14

< Approved For Release 2007/12/14 : CIA-RDP85B01152R001001360002-7

3

(2) armed services retirement and retainer pay

under section 1401a of title 10, United States Code, .

retired pay and retainer pay of members and former

members of the Coast Guard, and retired pay of com-

missioned officers of the National Oceanic and Atmos-

pherie Administration or the Public Health Service; -

~~ {8) civil service retirement benefits under section
| 8340 of title 5, United States Code, foreign service re-’
' tirement benefits under section 826 of the Foreign
o Service Act of 1980, and Central Intelligence Agénéy ‘
fetirezﬁent benefits under part J of the Central ]lintelli-v'.-'

g‘e_ncve' Agency Retirement Act of 1964 for certain em-

ployees;
(4) Federal workers’ compensation under section

8146a of title 5, United States Code; and

(5) beheﬁts under section 3(a), 4(a), or 4(f) of the-
| Railroad Retirement Act of 1974,

O

HR 3800 IH :
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